Accounting Estimates Audit Memo
	Client: [Client Name]
	Period end: [MM/DD/YYYY]

	Prepared by: [Initials] Date: [MM/DD/YYYY]
	Reviewed by: [Initials] Date: [MM/DD/YYYY]

	W/P reference: [Ref]
	Engagement: [Audit / Review / Compilation]



[Drafting note, delete before use: Draft for professional judgment. Tailor it to the engagement or the firm, and have legal counsel review it where needed. It is not legal advice and does not by itself show compliance with professional standards or with any law or regulation. Complete one block for each significant accounting estimate. Align the headings with the audit file’s risk assessment and with the standard that applies (AU-C 540 for nonissuers, AS 2501 for issuers).]
	To
	Engagement file

	From
	[Name, Title]

	Date
	[MM/DD/YYYY]

	Client and period
	[Client Name], [period end]

	Subject
	Audit of significant accounting estimates



1. Identify the estimate
	Item
	Entry

	Estimate and financial statement line
	[For example allowance for credit losses, inventory reserve, impairment, fair value of an investment, warranty reserve]

	Amount recorded and prior year amount
	[$] / [$]

	Related disclosures
	[Notes]



2. Understand management’s process
	Item
	Entry

	Method and model used; changes from prior year
	[Description]

	Data used and its source and reliability
	[Description; completeness and accuracy testing]

	Significant assumptions and who developed them
	[List]

	Use of a management specialist
	[Name; scope; evaluation of competence and objectivity]

	Controls over the estimate, including review
	[Description; tested Yes / No]



3. Risk assessment
Assess the risk of material misstatement considering the degree of estimation uncertainty, complexity and subjectivity, and whether the risk is a significant risk.
	Item
	Entry

	Estimation uncertainty
	[Low / Moderate / High]

	Complexity
	[Low / Moderate / High]

	Subjectivity and potential for management bias
	[Low / Moderate / High]

	Significant risk?
	[Yes / No]



4. Response
	Approach
	Planned or performed
	Result

	Test how management made the estimate (method, data, assumptions)
	
	

	Develop an independent point estimate or range
	
	

	Evaluate information from events up to the date of the report
	
	

	Retrospective review of the prior year estimate against actual outcomes
	
	

	Use of an auditor’s specialist (competence, objectivity, evaluation of work)
	
	



5. Evaluation
	Item
	Entry

	Is the recorded amount reasonable? Within the range?
	[Yes / No; explain]

	Indicators of management bias
	[None / describe; effect]

	Misstatement identified (carried to the summary of misstatements)
	[$]

	Adequacy of the disclosures about estimation uncertainty
	[Conclusion]

	Matters for those charged with governance
	[None / list]



Preparer and reviewer sign-off
	Role
	Name
	Signature or initials
	Date
	Extent of review

	Prepared by
	[Name]
	[Initials]
	[MM/DD/YYYY]
	Not applicable

	Reviewed by (senior / manager)
	[Name]
	[Initials]
	[MM/DD/YYYY]
	[Full / selected items]

	Reviewed by (partner or controller)
	[Name], CPA
	[Initials]
	[MM/DD/YYYY]
	[Full / significant matters and judgments]



Free template from CORAA (coraa.ai/us/templates). Draft for professional judgment: adapt it to the engagement and your firm’s methodology, have legal counsel review where needed, and check it against current AICPA, FASB and other applicable requirements before use.
